
BOARD OF INVESTMENT TRUSTEES 
MONTGOMERY COUNTY EMPLOYEE RETIREMENT PLANS 

 
MINUTES – OPEN SESSION 

September 9, 2004 
11 North Washington Street, Suite 250 

Rockville, Maryland 
 

Board Members Present:  Stephen Farber, Chair 
Arthur Spengler, Vice-Chair 

     Mark Barnard 
Tim Firestine 

     Sharon Cayelli 
     Sandra Kaiser 
     Beverley Swaim-Staley 
      
Staff:     Linda Herman, Executive Director 
     Joanne Tsai, Accountant      
 
Others Present:   Mark Brubaker, Wilshire Associates 

Connie Donovan, General Counsel to the Board 
 

CALL TO ORDER   
 
Mr. Farber called the open session of the Board to order at 2:10 p.m. 
 
APPROVAL OF MINUTES 
 
The Board unanimously approved the minutes of the June 4 and July 16, 2004 open sessions. 
 
FUND PERFORMANCE REVIEW AND INVESTMENT OUTLOOK 
 
Mr. Brubaker discussed the performance of the Employees’ Retirement System as of June 30, 
2004 and noted the total fund performance continued to be ranked in the top tier of Wilshire’s 
Public Fund Universe.  The ERS performance for the one year ended June 30 ranked at the 17th 
percentile or better than 83% of the public funds surveyed.  Mr. Brubaker discussed the recent 
change in portfolio managers for Numeric’s small cap growth product.  Staff will be meeting 
with Numeric in the next few weeks to discuss the change.  The Board reviewed the performance 
results of the mutual funds offered in the Retirement Savings Plan and discussed Fidelity’s 
Freedom Funds.          
 
INVESTMENT COMMITTEE REPORT 
 
Mr. Barnard discussed the Investment Committee Report. 
 
WR Huff – Non-Investment Income:  Ms. Herman discussed the non-investment income 
received by WR Huff for assisting in the restructuring of two companies held in clients’ 
portfolios.  Mr. Brubaker presented Wilshire’s recommendations that clients amend their WR 
Huff guidelines to prohibit the firm from charging portfolio companies fees for any advisory 
services, to obtain an opinion letter from WR Huff’s outside counsel stating these activities did 
not violate federal or state laws or regulations, and that WR Huff offset any fees collected from 
advisory services against investment management fees paid by the Board.  After discussion, the 
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Board amended the Investment Committee recommendation and approved the following 
resolution: 
 
0409-02 Resolved, That the Board approves an amendment to W.R. Huff’s contract to 

limit or share any advisory fees received on behalf of portfolio companies in 
the future.  In addition, staff should begin negotiations with W.R. Huff to 
attempt to offset previous fees charged against revenue received by W.R. 
Huff for advisory fees and to request an opinion from their outside legal 
counsel.  

     
Retirement Savings Plan – Fidelity Small Company Fund:  Ms. Herman discussed the recent 
announcement from Fidelity on the closing of the Low Priced Stock Fund to new investors 
effective July 31, 2004.  Current participants in the fund may continue to invest.  Mr. Brubaker 
presented an analysis of the replacement fund options available.  The Board approved the 
following resolution:   
 
0409-03 Resolved, That the Board authorizes the addition of the Fidelity Small Cap 

Stock Fund to the Retirement Savings Plan fund line-up. 
 
Capital Guardian – Emerging Markets:  Mr. Brubaker discussed the rationale for the 
recommendation to begin a search for a replacement emerging markets manager.   
 
Bridgewater - Guidelines:  Ms. Herman discussed the structure of Bridgewater’s global 
portfolio and the need to change the benchmark index from primarily US TIPS to global TIPS.  
The Board discussed the recommended guideline change and the potential impact of rising 
interest rates on the portfolio.  The recommended portfolio benchmark is a custom weighted 
average mix of the Barclays country indexes within the Global Inflation-Linked Bond Index.  
Bridgewater will seek to maintain a minimum duration contribution from inflation indexed bonds 
of 70% of the custom benchmark duration, estimated to be just under 8 years.  After discussion, 
the Board approved the following resolution: 
 
0409-04 Resolved, That the Board approves changing Bridgewater’s guidelines to 

include a custom benchmark as presented and a minimum duration 
contribution from inflation indexed bonds of 70% of the benchmark 
duration.   

 
Annual Brokerage Review:  Ms. Herman presented a review of the 2003 brokerage fees paid by 
the System’s domestic and international equity managers compared to Abel Noser’s median.  
Several managers’ total commissions were above the universe median.  Staff’s recommendation 
is to begin discussions with Goldman Sachs, Wellington, Marathon and Capital Guardian to 
construct a commission rebate program wherein no more than 25% of the total commissions 
would be directed back to the System.  The Board approved the following resolution: 
 
0409-05 Resolved, That the Board approves re-establishing the commission rebate 

program and authorizes staff to begin negotiations with Goldman Sachs, 
Wellington, Marathon and Capital Guardian with a limit of no more than 
25% of the total commissions to be directed back to the System. 
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ADMINISTRATIVE COMMITTEE REPORT 
 
Mr. Firestine presented to the Board the report of Administrative Committee activities. 
 
GFOA – Certificate of Achievement for Excellence in Financial Reporting:  Mr. Firestine 
informed the Board that the Board’s 2003 Comprehensive Annual Financial Report received 
GFOA’s award for Excellence in Financial Reporting achieving the highest standards in 
government accounting and financial reporting.   
 
Quarterly Review - Budget versus Actual Expenses - 6/30/04:  Mr. Firestine reviewed the 
budget versus actual expenses for the plans as of June 30, 2004.  Ms. Herman updated the Board 
on the continuing negotiations with the County’s Department of Public Works & 
Transportation’s Facilities Division regarding the Board’s request to reduce the monthly rent 
paid by possibly moving the Board’s offices back to the Executive Office Building. 
   
Due Diligence/Continuing Education Quarterly Report – 6/30/04:  Mr. Firestine presented 
the quarterly update of the Due Diligence and Continuing Education expenses as of June 30, 
2004, noting there were no requests for travel during the next quarter.  Ms. Herman discussed the 
addition to the report reflecting the due diligence work performed by staff locally.     
        
Annual Review – All Contracts:  Mr. Firestine discussed the annual review of Board contracts 
noting the Wilshire contract will expire in June 2005.  The Board discussed issuing a Request for 
Proposal for consulting services.  The Board agreed to defer the discussion until the November 
Administrative Committee meeting. 

  
Retirement Savings Plan – Fidelity Contract:  Ms. Herman summarized the changes to the 
Fidelity Investments contract for services to the Retirement Savings Plan.  The Board approved 
the following resolution: 
 
0409-06 Resolved, That the Board approves changes to the Fidelity Investments 

Retirement Savings Plan contract as presented in the memorandum dated 
July 27, 2004. 

 
OTHER BUSINESS: 
 
TPA Update:  Ms. Herman updated the Board on the status of the transition to CitiStreet 
highlighting the communications that will be distributed to all employees and those retirees who 
are participating in the Plan.  The Board received copies of the Fund Fact Sheets for each of the 
funds being offered.  The Board discussed the transition of assets for the represented employees 
if the County approves the Union Sponsored Deferred Compensation Plan.      
 
Montgomery Measures Up:  Mr. Firestine noted the information being presented for each of 
the retirement plans in the County’s Montgomery Measures Up publication.  
 
Special Resolutions:  The Board reaffirmed the following special resolutions: 
 
#0408-1 – Deferred Compensation Plan – TPA Implementation 
 
The resolution was approved by all Board members. 
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Deferred Compensation Plan – Budget Reallocation:  Mr. Firestine highlighted the need for 
outside legal services related to the Third-Party Administrator contract for the Deferred 
Compensation Plan.  The Board approved the following resolution: 
 

     0409-01 Resolved, That the Board approves an allocation adjustment for the Deferred 
Compensation Plan FY 05 Budget from salaries and benefits, due diligence and 
office management to professional services in the amount of $9,400 to pay 
outside legal expenses. 

 
Election of Committee Chairs:  Mr. Farber suggested a slate of nominations, which the Board 
unanimously adopted by the following resolution: 
 
0409-07  Resolved, That the Board approves the following slate of nominations for the 

terms indicated, pursuant to the Board bylaws. 
   

  For a one-year term, ending in September 2005, according to the Board’s bylaws: 
Investment Committee Chair:  Mr. Barnard 
Administrative Committee Chair: Mr. Firestine 

   
The Board discussed items on the workplan recommending no changes.   
 
There being no further business of the Board, the open meeting session was adjourned at 4:00 
p.m.    
          
         Respectfully submitted, 
 
         _______________________ 
        Sandra P. Kaiser, Secretary 
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